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UNITED NATIONS

THIRD CONFERENCE S+t ¢
GH THE LAW OF THE SEA | ORIGINAL:  SFANISE

CHILE: WORKING PAPER ON THE ECONOMIC IMPLICATIONS FOR THE
DEVELOPING COUNTR:ES OF THE EXPLORATION OF THE SEA-BED
: "~ BEYOND THE LIMITS OF JURISDICTION

The topic with which w2 are concerned has been debated both in the First Committee,
when the representatives of the Secretary-General and of UNCTAD took part, and in
the seminar thst was organized on this question, which ensbled a free, off-the-record
and thorough discussion to be held.

The seminar, which all delegations had the opportunity to attend, the questions
put to the representatives of UNCTAD and of the Secretary-General, and thelr answers,
the very comprehensive reperts submitted to the Conference by the Secretary-General
and by UNCTAD, and the swmmary (A/CONF.62/C.1/L.2) which the Chairman had prepared
for the TFirst Committee constitute a body of important information which has enabled
delegations sufficiently to form their own views on this topic.

We must try to deal with the whole subject of the so-called economic implications
in an orderly asnd systematic manner, for it is something with which we have been
concerned since 1968.

It must first be asked: what are the cconomic implications? Here we are dealing
with a cliché of the same kind as the term ipules and regulations'” and many others.
What are the economic implications? Since 1968, when the Sea-Bed Committee met for the
first time, it has been said that the new submarine products will necessarily affect the
prices and markets of land-source supplies. If a new source of production.appeared
on the scene, it was only logical that it should cause some drop in prices and have sone
impact on the merket; thus it would be harmful for the countries producing the same
minerals, particularly for the developing countries, and that harmful effect had to be
prevented or efforts must be made to minimize it. At that time in 1968 there began to
be talk of the so-called economic’ implications of future exploitation and there was
included in the report of the Sea-Bed Committee a principle which is always reiterated
every year. The principle is that the harmful effects which future production might
cause or initiate in the economies of the producing developing countries should be
minimized. ' o

This principle has been repeated in all the reports of the Sea-Bed Committee since
1968 and it is included in the solemn declaration of principles proclaimed by the twenty-
fifth anniversary session of the General Assembly in resolution 2749 (XXV) which was
adopted by consensus. That same segsion also adopted resolution 2750 A (XXV) in which
the Secretary~General was requested, in co-operation with UNCTAD, to keep this matter
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under review and to propose solutions; the report of the Secretary-General is a result of

that resolution. -For its part, UNCTAD adopted at its third session, held at Santiago,

Chile, resolution 51 (3) which uses practically the same language &s the General

Assembly resolution; accordingly, UNCTAD has issued reports and sent two representatives

to this Confercnce. By taking up this topic and dealing with 1t - it is an item on its

_sgenda - the Conference is in fact repeating and ratifying the mandate which it has
received to desl with this principle and give it a precise formulation.

The principle of minimizing the harmful implications of future exploitation coexists
with another principle - that of the common heritage of mankind. The principle of the
common heritage of mankind implies that there is going to be exploitation, subject to a
régime and an international authority, and that this exploitation is' going to benefit
mankind, i.e. all States. Thus the principle of minimjization should be understood in

conjunction with the principle of the common heritage.

bl ’

.+ T must now get down to brass tacks.

. In the first place, which @fé;the exploitable minerals of the ‘sea~bed?:

~ We have been tending to give priority to manganese rodules containing manganese, .-
cobalt, nickel and copper, for the simple reason that the prospects of exploiting such
nodules have been imminent, becauseHextensive exploration activities have already been
carried out, and because certain steps identifiable with incipiént‘exploitation have
been taken despite the existence of a.moratorium which was glready implicit in General
Asseumbly resolution 2749 (XiV) establishig the principles governing the sea-bed.
However, manganese, copper, nickel and cobalt obtained from manganesé nodules are not the
only minerals involved or the only ones to be exploited. The study prepared by the
Secretary-General for the Ecoromic and Social Council, entitled "Mineral Resources of

+the Sca', provides a clear indication as to which minerals are involved.

In addition to manganese nodules, petroleum and gas should not pe overlooked. It is
not my intention to go into or prejudge the question of national jurisdiction, but as the
Secretary-General's study egtablished, petroleum is to be found not only on the
continental shelf but also in various ocean basins, emong them the Gulf of Mexico. In-
“the opinion of a University of Miami geophysicist, recently reported in Time magazine,
there could be hundreds of sites in the ocean depths which contain petroleum and gas.

- A recent issue of The New York Tiggg_contained'a report on the project known as
"PAMOUS" which was carried out Jointly by the United States and Francé. While exploring
the mid-Atlentic sea-bed to study a series of geological phenomena, the project -
discovered geysers, upswellings of manganese, and manganese ore in 1its pure state.. The
project has also studied and examined the so-called metalliferous muds existing in
different areas of the werld, especially in the Red Sea, which contain zine, iron,
silver, gold and copper. The sea-bed also contains tin, diamonds, metalliferous sands
and sediments, coal, gold, iron, phosphate and phosphorite. Thus the mineral content
of the sea-bed is not limited to mangunese nodules alone. I

Which countries could therefore be affected? Almost all of the developing
countries. There is not a single one of the ninety-odd developing countries (perhaps
their number already exceeds 100) which is not a producer of one of those minerals. But
apart from this, it has becn said that the exploitation of manganese nodules would affect

only five easily identifiable countries. According to document A/AC.138/36, prepared

[oee

Approved For Release 2002/08/14 : CIA-RDP82S00697R000300010012-3



Approved For Release 2002/08/14 : CIA-RDP82S00697R000300010012-3

A/CONF,62/C.1/L.11
English
Page 3

" by the Secretary-General ip 1971, there are two categories of States which would be
affected: those whose economies would bLe profoundly affected and those which would
be simply affected. With regard "to copper, Zambia, Zaire, Peru, Chile, the Philippines
and Ugands would-be substantially affected. Haiti, Bolivia, Nicaragua, Mexico, .
Morocco, Cuba, the Republic of Korea and India would be affected to some degree. With
regard to manganese, Gabon, Ghana, Brazil, India ané China would be seriously affected,
while Cuyana, the Ivory Coast and the Philippinés would be affected to some degree.
With regard to nickel, Cuba, Indonesia, New Caledonia would be substantially affected,
while the Philippines, Cuatemala and the Dominican Republic would be affected to some
degree. With regard to cobalt, Zaire, Zambia and Morocco would be substantially
affected, while New Caledonia and Cuba would be affected to some degree.

As can be seen, the list contains. more than 30 countries.

What is the true position with regard to the exploitation of the nodules? Firstly,
the sea~bed resources are adequate to cover-world demand: for the most important minerals
for centuries, even if there were. nd land-based production. Secondly, the great
maritime Powers have explored all the Gceans .for manganesé nodules and are well aware of
their existence; the-places wherefthe"mineralsfaretrichest.in manganese nodules are
well known; there are not only one-buf-four of-five highly developed methods of
extraction which have been described’in some detail in the Seeretary-General's report;
there are sophisticated metsllurgical mineral-séparating systems; transport and
marketing systems have already been studied; thére is intensive -research into the .
economic potential of the nodules; several’ companies from most of the Western
industrialized countries have invested large sums (each group of - companies .- and there
are at least six of them - has invested between $100 million and $200 million) in
exploration for the nodules;Atechnology1i§{déveloping ot a fantastic rate and substantial

. progress is being made in undersea minefdidgxfevery year, as anyone who ‘has attended -
marine science and technology"congresses'in_thé,United States knows; . economists have -
also established that the commercial exploitation of minerals, and particularly of .
nodules, will be profitable. Certain activities. such as those carried out by the ship
belonging to the American Howaerd Hughes, are difficult to distinguish from the early
stages of & process of exploitation. & bill has also been submitted to the congress
of an important industrialized nation authorizing that nation, in agreement with others,
to grant licences in the area beyond national jurisdiction, withcut reference to the
United Nations, the Conference or the international community. In other words, this
would authorize the establishment of a régime among the developed countries under which

they would share the resources:.of the sea~-bed. All the foregoing shows .that the.
sea-bed is exploitable, and .exploitable in thé very near future. That is the true.

situation. P T o L W

What are the economic implications of this situation? We have before us two
basic gtudies, that of UNCTAD and that of the Secretariat. Both are summarized in
document A/CONF.62/C.1/L.2 and have been explained extremely clearly and in detail
by the representatives of UNCTAD and of the Secretariat.
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The UNCTAD document.cays that, i a new souwce of production is exploited, this
will necessarily have adverse effects on the producers of land-based minerals. The
report seys that this is bound to lced to a reduction in prices, because the price of
ths lend based produets must eitlier decrsase or increase less than it normally would.
If the increase is less than normal, there must obviously be adverse effects in any
case, since, the prices of rnw materiagls - other raw materials such as food products,
netroleum, ete. - are vizing considerably. However large the volume of production,
UHCTAD conciudes that there must dbe adverse effects on the developing broducer countries.
Since they export almost all the copper, much of the manganese and cobalt and a large
rroportion of the nickel in +he world, they would be the most affected.

The Secretariat holds that there will be adverse effects, that there will be some
short-term adverse effcets on cobalt, manganese and nickel, and that there will be
other long-term adverse effects on copper,

" With respect to the magnitude of the adverse effects, there are numerical
~stirmates in the UNCTAD gtud;r, although there are no precise estimates in the study by
the Secrebary-General. The UNCTAD soudy calculates, for 1980, that the income of the
vvedacing developing countries, with respeet to nodules, may decrease by $360 million,
vhile the total income of the international authority, in the same period, would be
practically the same. In other words, the producing developing countries would be
ey ing the suthority fullly with the adverse effects which they would suffer. The
Scereteriat mekes overall estimates which are based on the same UNCTAD statistics; it
uoes nob reach numericsl conclusions, but its estimates are not inconsistent with
those just made with respect o the authority.

For that reason, it is clear that there will be adverse effects and the only
raéter to e discumsed is their mzgnitude. Various criteria have been put forward
to deal with the adverse effects and we have established that it is an accepted
principle that we have to minimize the negative implications which such production
night have on land~based production.

Now, what needs t5 be established is the means which we should lay down in the
treaty and what nmessures the international authority might adopt.

The documents of UNCTAD, the Secretariat and the seminar were based on two
rossible approachzs: *be ccupensatory approach and the preventive approech. The
compensatory approach is'generally rejected, both by UNCTAD and by the Secretary-General,
as impractical, bacausc the avtibority's income would certainly not be sufficient to
brovide the necessary compensation, end also as difficult and cuntbersome. The
Secretariat contemplates it only wmarginally for the cases of manganese and cobalt, as’
o supplementary criterion.

The second metho? is the nreventive one and, in that respect, four major areas
have been suggesteda. The irst is the regulation and control of production which would
be eitercised by the authority. UNCTAD states that, for this method to be effective,
the auchority *ovld have to control production, sales and prices and argues that these
lieasures or the povwers of the authority will be hecessary in any event to effect a
certain reguletion because flexibility would be required seeing that the technological
and economic conditions cre changing ddily, the Secretariat also eémphasizes this
flexibility.

/!0!
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The second approach was suggested by Mr. Arsenis; it would involve a general
agrecment on primary commodities from the land and the sea; that is the criterion
vhich is being discussed in the Economic and Social Council asnd in UNCTAD, and it is
the criterion which was suggested in the special session of the General As%embly on
raw materials held in New York.

The crlterlon‘ls very interesting, but it will obviously take many yedrs for
any general and world-wide agreement between producers and consumers on primary
commodities to be negotiated,

A third criterion suggested by UNCTAD is that of minimum prices. A fourth criterion,
developed in the report of the Secretsry-General, is the so-called complementary
criterion, namely, that sea~bed production should be limited to meeting the growth in
demand for minerals in short supply. This criterion is being thoroughly studied with
~ respect to the demand for nickel because nickel is expected to be the principel metal
recovered from menganese nodules and it is suggested in the report of the Secretary-
General that new production should keep pace with ipcregges in demand for nickel.

Thus we have four distinct spproaches - four optlons open to us, ‘each of great
interest and all of which may be co-ordinated, upird end fourth criterion presented
in the studies before us is the need in every case to conserve mineral vealth, that is
to say the need to refrain from exploiting it all at once and ingtead to set aside
certain areas so that more countries can jJoin in submarine production as their
technology improves. Teiling that, these studies mmintein that preferences or additional
incentives should not be given to sea-bed production over land-based production.

These are the preventive or compensatory approaches suggegted in the gtudies before
us. We have therefore established, Mr, Chairman, that there will be submaﬁine production,
that this submarine production will have adverse effects - the extent of which has yet
to be evalued - that there is one undisputed principle, nemely, minimization, that all
we have to discuss is the measures required to implement it, and that there exist
certain crlterla for putting this pr1nc1ple into practice.

In the'recen’c seminar, Mr. Engo, the Chairman of the Committee, summarized the
proceedings. He said: first, that the adverse effects that would be guffered by
-land-based producers were clearly established, and second, that there was the question
as to whet the internationel community should do. He went on to say that it must take
effective messures which would ensure, on the one hand, that future exploitation was not
paralysed and, on the other, that sea-bed production was not counter-productive and did
not greatly harm the developihg countries or lessen the benefits they were ientitled to
expect. He also said that a formula or principle must be found and concluded that the
authority must he able to adopt measures and be invested with sufficient and full powers
to ensure its effectiveness. He ended by saying that the authorlty must be equipped
with & technical body and should keep the matter under review and adopt medsures.

/l ¢w
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Table 3.
Crude petroleum s/ exports of selected developing countries
g _percentage “of total exports and gross domestiec product, 306@
L Value of petroleum as &
Txports in 1968 - percentage of
Country (millions $US) Total  Gross domestic
- L o L &EX})OX‘T&S prcmuct
A, Pebrolewm as major foreign'cxchanme ea{ggg
(above 10 per cent of total exports)
L:’bya b/ - - “ . . - a - - - % . ) 1,860‘-.()‘ 99‘6 : 58'}‘$
Kuwait b/ T T < 1,590.8" 96.8 59.7
1269 B/ e v v v e e e e 996.0 95.5 35.9
Y 1,686.6 89.7 19.5
Meperia « o . . oL 00000 L. - 699.8 .. 84,3 20.8 ¢f
Saudi Arvabie . . . . . . . . . . 1,487.% 8.1 43.6
Venezuels . .« . . . . . . . . . . 11,973.9 69.1 19.9
Gabon » + 4 ¢ v v w e e e - 63.9, 51.5 26.8 a/
Lebenon ef . .. . L. L. L .. 50.8 34.8 16.9 -
Indonesie . . . . % . v . . . . . 276.2 33.7 *3.8
TUI’I’J:SJHH PR » - LI R ) “ e I r .o " l35-5 .. 22"5 3’3 B
Nigeria . o . . . . . . . . . .. 1180 7 20.0 2.9 4f
Bolivia. « . . . . . . . . .. .. AN 13.8 2.5,
- B. Petroleunm an 1mp0rtdﬂi toreipn exchanget GﬂThU
(betwecn 3 per cent-10 per cent of otul cxpth°)
SYFig o v v e u e e e e 'lhl 8.2 1.2
United Arab Republic . . . . . . )1.4 8.2 0.8
Colombia . . . . . . . ..., .. 0.3 7.2 0.k
Trinidad and Tobsgo . . . . . . . ’3“9_0 a 6.2 3.6
Mexico e/ . . v . . . ... L. .- ""*ho.'a 3.0 0.2
C. Petroleum as minor {oreipn exchange eurnnr
(1ess than 3 per cent of total exports) <
Congo (Brazzaville) . . . . . ., . ol 1;0 2.0 cen
P(.‘Jru .- - . * L3 . . - < - [3 . - » l 12.5 o l&h On3
Liberia e/ . . .. 0. . L, “nCp18 1.3 ¢f 0.9 ¢f
Melaysia . o . o0 o0 L L L. -8 0.6 0.25 1/
Uruguay e/ . . . . . . . . . .. 0. 54 0.3 0.03
Bouthern Yemen e/ . ., . ., ., ., 0.27 0.7 can
Burme. ¢/ . . . . .. 0, ..., 1.52 0.13 0.08 4/
(Source and foot-notes on following pape)
/il
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(Source and foot-notes to table 1)

, Source: United Nations Statistical Papers, World Inerpy Supplies 1965-68;
Organisation for Economic Co~cperation and Development, Series C, 1968 {January-
December)}, Commodity by Trade; Internationsl Monetary Fund, International
Finaencial Statistiecs, April 1971; Monthly Bulletin of Statistics, March 1971
gross domestic product prlnt~outs in natlonal currency; Agency for International
Development, Data Year Books

‘a/  Crude petroleun (sxmc 331).
b/ Data is obtained from IMF-IFS individual countries.

¢/ As percentage of gross nationsal product or total exports from AID
Yearbook. S

4/ ' Using 1967 gross domestic product,

g/ Value of petroleum exports as reported by OECD importing countries.

£/ Using 1966 gross domestic product.
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Table 2

Manganese odports a/ of developing countries ns g percentage
of totsl exports and gross domeﬁtic preoduct in developing
COUﬂﬁfl“bﬁ]th

o "~ Faports in 1969 T Yalae of wonganese exports
. ' Thousands us An & percentage As a percentage
Covntry - metrie dollars of total of grossg
tons {.000) exports domestic product

A. Mang anese o malor foreign exchsnpe earner:

Tabove 10 per cent of total EXpOTrts )

GEbon « « « .« + o+ 1,58k 30,095 21.2 12.7- v/
B. Wanpaunqe B 1myortqnt Toreign exchanpe carner:
{between 3 per cept-l0 per cent of total vxporb ) ‘
. - ° _C
Ghans « « « « o« o 305 9,1.!49 33.04 o,h';«—/
C. Manganese as minor foreipn cxchange corney:
(Tess than 3 per cent of total myphrtJ)
Democratic Republic ’ ' e/
of the Congo . . 272 9,134 1.6 0.637
Lyanil . . . e o s gob 25,h08 1.10 0.05}{)—/
16IE o 2 0 0 a4 e s B9 "(,b19 0.96 0.0h—
MOTOCED o+ » & o & s 13 b ot 0.91 0.1k
GUyena .« « o« s o+ - 29 501 0.k .28/
Ivory Coast . . . 82 1,573 .35 0.12 /
Trinided and To%ugo 13 487 0.1 0.05
Philippines 31 815 0.08 0.01

Source: Apvncy for Internationnl Duvelopment, Tconcm}c Datqynck, Bu‘!wtnn
annual de " 1an statis igue de 16 Rep. Gabonic 1964 and 19{0 Monthl gpllrt*n of
Statistics , March lQTl, Intcrnatjonul Monctary Fund, ]ntvrnwtlonnl Financial
utdilsflth, April 1971L.

PSRRI

a/ Manganese ore concentrate (SITC 283.7).
}3_/ 1967 data.
cf 1968 data.

/. LI )
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' Copper exports af of developing countries as a percentane
of tobal exports and pgross domecstic product, 1969
Exports Value of copper exports
. in 1969 As & percentage of
Country millions Total Cross domestic
us & Exports product
A. Copper as mejor foreign exchange CArmer
{obove 10 per cent of total exports)
Zambio Bfe « 0 . 0 e e e v e e e e e e e 720.8 9&.60/ 52.6c/
Congo-Kinshasa « « « « o o o o o s v 0 2708 L75.8- 83,0~ 33.0~
Chile b/ e e 6 6 v € 8 o & e » 3 & s & & v TSO'T I_ 78'3 12‘7
. ’ M ! d
P@ru s e 6 e e b ¥ e & & % & > ¢ & s s > 0 . . 250.1 . 2849 6.-1"'/
Philippines « + o v o o o o & = o 0 @ e oot 150.9 15.6 l'8c/
s O L 21.b 10.8 2. b=
B. Copper &as important foreign exchénge‘earner:
(between 3-10 per cent of total exports)
Haitd o v o v v 0 o o o 0 n e e e e 2.3 6.2 v
BOLAvVIA o ¢ « s o o o o o a4 o o 8 4 0 2o T.h b1 0.8
Hicaragmia . « o o « o ¢ o -+ e e e e e e 6.3 h.1 0.83
. Copper as ygnor foreipn exchange earner:
{less than 3 .per cent of totq%wggggrts)
MEXICO « v o o o o & o = s e e e e s e we 2%.5 1.5 O.OSE/
MOTOCCO v« o o s o » &+ » & a o s &+ = + & 2.3 0.5 e/ 0.07
Cuba « « « » &« e e e e . P . 2.3 0.35%~ .as
hine (Taiwan) . C e e . 3.5 0.3 0.07
South Korea .« « « « » « . e e 4 e s 0.1 0.02 -
Trdis, o v« v e 4 = s s s w v x e e e a s Ou 2 0.01 -

Source: Organisation for Feonomic Co~operati

o Susunimon

(Januury»December),_gggmgdity by Trgde{ Tmports; Monthly RBulletin of Statistics,

March 1971; International Monetary Fund, International

April 1971.

®inancial Statistics,

_g/ (opper ore concentrabces, including
unwrcught (SITC 682.1); copper and alleys of

on and Development, Series C, 1969

matte (STTC 283.1); copper and alloys,

copper, worke

b/ 1968 data based on International Monetary Tund ,

. Tyt et

e/ 1968 data.
/ 1967 asta.
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Nickel exporis n/ of developing countries as a percentage
of tobal cxports and pross domesiic product, 1969
Exports in Value of nickel exportis .
1969 As & percentage As a ‘percentoge
Sty Lo S e
Country (millions of of gross -
U5 dollaers) totr) exports  domestic product
b/
Cub’l & &« B & & 4 s a r 13»14 " Lul—" l"‘"
) o 6/
Indonesis « « » . o+ 4 . h.h 5.9 .
. c/
New Caledonisa . . . . . 67, ‘o s

Co~operation snd Devel r‘prrl@zf'l't3 “Series (" 1969 (J
Tmports; Monthly Bulletin of ©

Jamaary 1971; Organisstion Tor Feonomic
anuary-Decexber) Commodity by Trade
tatistics 5, March 1971.

Annales des mines {1968},

afl -

Nickel ore and c;:xrmcm—zntmtc, ineluding matte (s17C 283.2)3 nickel and
alloys, unvrought {(SITC 683.1); nickel and alloys, worked {s17C 683.2).
1968 data. -

Territory of France.

Table 5

countries ap a percentape
5 domestic nr‘ndxmt 1968

Cobuil exports of developing
of tols)l exports and

Exports in
1964

{millions

U5 dollars)

Vrsluo of cobalt exports
As a }"xe‘rcmxtﬁg As s percentapge
of n ot gross /
total exports— domesstic pmr’uetw

Country

e b o

Demooratic Republic of

t
the CONEG « « 4 v o o 29.73/ 5.2 0.2
Zembia v 4 e e e e e s s ’-L."("g-/ 0.6 0.3
Morooeo o v v s v 0 e w s N. Q. - -

a/  United Nations, Monthly Bulletin of ‘Sta’ma’rico, March 1971.
\

b/ Banque Nationale du Congo, 1970.

¢/  Republic of Zsmbia, Annual stotement of External Trade 1968
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